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The valuation adjustment mechanism, namely VAM, is the important 
content of the investment and financing agreements. Currently, it is widely used 
in China. But the law does not have any relevant provision of VAM, and the 
academic circles also have few research. The legal nature and the legal validity 
of VAM have debate now. To clear those questions will be of great significance, 
it can provide guidance for the investors and financiers, and it is also conducive 
to the dealing with VAM dispute cases. Given this, this paper explores the legal 
validity of VAM on the basis of analysis of the definition, characteristics, legal 
nature of VAM.  
This article consists of 4 chapters besides the introduction and the 
conclusion： 
Chapter 1 introduces the definition, elements and types of VAM. The 
VAM was introduced into China by the foreign investment companies. It aims 
to adjust the valuation of financing enterprise when the prescribed circumstance 
arises. The VAM is different from those terms provided to control the 
investment risk. It consists of three elements, namely the parties, the content 
and the object of the legal relationship. It can be divided into five types 
according to the bet, namely the type of equity transferring, cash compensation, 
share repurchasing, staged investment and synthesizing type. The content of 
each type of VAM is different. 
Chapter 2 explores the legal nature and the legal basis of VAM. The legal 
nature of VAM is controversial at present. There are two kinds of representative 
point of view, one is aleatory contract, the other is conditional contract. This 
paper supports the viewpoint of conditional contract. The legal basis of VAM is 
the justice principle and autonomy principle. 
Chapter 3 introduces the related departments’ attitude towards the legal 
validity of the VAM. China Securities Regulatory Commission asks the listed 















affirmed the validity of the type of cash compensation VAM signed between the 
investor and the managers of the financing company and considered that signed 
between the investor and the financing company invalid in the Haitong-Fortis 
Private Equity Fund Management Co. Ltd V. Gansu Shiheng Non-Ferrous 
Resources Recycling Co. Ltd case. 
Chapter 4 discusses the identifying criteria of the legal validity of VAM 
and the concrete identifying of the validity of each type of VAM. VAM is one 
type of contract, which means that it should conform to the general 
requirements of validity of contract. Besides, the contents of VAM are also 
related to the Corporation Law and Securities Law, so this paper also discusses 
the validity of each type of VAM from the perspective of legal interpretation. 
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